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through loan and grant, will be subject
to requirements under these regula-
tions which cover, among other things,
financial reporting, accounting
records, budget controls, record reten-
tion and audit requirements. For pass-
through loans and grants, RUS Bor-
rowers will be required to include in
their legal documents the requirement
for project owners to provide sufficient
financial, accounting and budget infor-
mation and other records deemed nec-
essary to facilitate audits in accord-
ance with 7 CFR part 3015 and 7 CFR
part 3016 for non-profit entities, and
RUS rural economic development loan
reviews for projects in a for-profit sta-
tus.

(h) For pass-through loans and grants
awarded under this subpart, the Bor-
rower must diligently monitor per-
formance to ensure that time schedules
are being met, projected work by time
periods is being accomplished, and
other performance objectives are being
achieved. The Borrower must submit
an original and one copy of each report
to RUS on an annual basis. The project
performance reports shall include, but
not be limited to, the following:

(1) A comparison of actual accom-
plishments to the objectives estab-
lished for that period;

(2) Reasons why any established ob-
jectives were not met;

(3) A description of any problems,
delays, or adverse conditions which
have occurred, or are anticipated, and
which may affect the attainment of
overall project objectives, prevent
meeting of time schedules or objec-
tives, or preclude the attainment of
particular project work elements dur-
ing established time periods. This dis-
closure shall be accompanied by a
statement of the action taken or
planned to resolve the situation; and

(4) Objectives and timetable estab-
lished for the next reporting period.

(i) For pass-through loans and
grants, a final project performance re-
port will be required with the last SF
269, ‘‘Financial Status Report,’’ avail-
able from RUS in Washington, DC. The
final report also must provide an eval-
uation of the success of the project in
meeting the objectives of the program.
The final report may serve as the last
annual report.

(j) Monitoring requirements for Bor-
rowers receiving grants for revolving
loan funds are specified in § 1703.22.

[57 FR 44317, Sept. 25, 1992, as amended at 59
FR 11712, Mar. 14, 1994]

§ 1703.67 Changes in project objective
or scope.

For loans and grants awarded under
this subpart, the Borrower must obtain
prior approval for any material change
to the scope or objectives of the ap-
proved project, including changes to
the scope of work or budget. Failure to
obtain prior approval of changes can
result in suspension or termination of
grant funds.

[59 FR 11712, Mar. 14, 1994]

§ 1703.68 Loan and grant termination
provisions.

(a) Termination for cause. The Admin-
istrator may terminate any loan and/or
grant in whole, or in part, at any time
before the date of completion of loan
and/or grant disbursement, whenever
the Borrower has failed to comply with
the conditions of the loan and/or grant.
The Administrator will promptly no-
tify the Borrower in writing of the de-
termination and the reasons for the
termination, together with the effec-
tive date. The termination date will be
no less than 30 days following receipt
of the termination notice. The Bor-
rower will have such time to cure the
default, or to state why it feels the
loan and/or grant should not be termi-
nated. The Administrator will stay the
termination upon the curing of the de-
fault, and may delay termination if,
sufficient cause has been given by the
Borrower.

(b) Termination for convenience. The
Administrator or the Borrower may
terminate a loan and/or grant in whole,
or in part, when both parties agree that
the continuation of the project would
not produce beneficial results commen-
surate with further expenditure of
funds. The two parties will agree upon
termination conditions, including the
effective date, and in the case of par-
tial terminations, the portion to be
terminated. The Borrower will not
incur new obligations for the termi-
nated portion after the effective date,
and will cancel as many outstanding
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obligations as possible. The Adminis-
trator will allow full credit to the Bor-
rower for the Federal share of
unfulfilled contractual obligations
which were incurred in good faith by
the Borrower prior to grant termi-
nation.

[59 FR 11712, Mar. 14, 1994]

§§ 1703.69—1703.79 [Reserved]

Subpart C—Rural Business
Incubator Program [Reserved]

§§ 1703.80—1703.99 [Reserved]

Subpart D—Distance Learning and
Telemedicine Loan and Grant
Program

SOURCE: 62 FR 32437, June 13, 1997, unless
otherwise noted.

§ 1703.100 Purpose.
The purpose of this subpart is to en-

courage and improve telemedicine
services and distance learning services
in rural areas through the use of tele-
communications, computer networks,
and related advanced technologies by
students, teachers, medical profes-
sionals, and rural residents.

§ 1703.101 Policy.
(a) RUS recognizes that the trans-

mission of information is vital to the
economic development, education, and
health of rural Americans. To further
this objective, RUS will award loans
and grants under this subpart to dis-
tance learning and telemedicine
projects that will improve the access of
people residing in rural areas to im-
proved educational, learning, training,
and health care services. Unless a dis-
tinction is made in the various sections
of this subpart, all aspects of this sub-
part will apply to all requests for fi-
nancial assistance.

(b) In providing assistance under this
subpart, RUS will give priority to rural
areas that it believes have the greatest
need of distance learning and telemedi-
cine services. RUS believes that gen-
erally the need is greatest in economi-
cally challenged areas and those re-
quiring high costs to serve. This pro-
gram is consistent with provisions of

the 1996 Telecommunications Act (Pub-
lic Law 104–104, 110 Stat. 56) that des-
ignates telecommunications service
discounts for schools, libraries, and
rural health care providers providing
benefits to rural end-users. RUS will
take into consideration the commu-
nity’s involvement in the project and
the applicant’s ability to leverage
grant funds based on its access to cap-
ital.

(c) RUS believes that the residents of
rural areas and their local institutions
which serve them can best determine
what are the most appropriate commu-
nications or information systems for
use in their respective communities.
Therefore, in administering this sub-
part, RUS will not favor or mandate
the use of one particular technology
over another.

(d) All rural institutions are encour-
aged to cooperate with each other and
with applicants and end users in pro-
moting the program being imple-
mented under this subpart.

(e) RUS staff will make diligent ef-
forts to inform potential applicants in
rural areas of the program being imple-
mented under this subpart.

(f) Financial assistance under this
subpart will consist of grants or cost of
money loans, or both. The Adminis-
trator shall determine the portion of
the financial assistance provided to a
recipient that consists of grants and
the portion that consists of cost of
money loans so as to result in the max-
imum feasible repayment to the gov-
ernment of the financial assistance,
based on the ability of the recipient to
repay and with the full utilization of
funds made available to carry out this
subpart.

(g) The Administrator may provide a
cost of money loan to entities using
telemedicine and distance learning
services, and, to entities providing or
proposing to provide telemedicine serv-
ice or distance learning service to
other persons at rates calculated to en-
sure that the benefit of the financial
assistance is passed through to the
other persons.

(h) The Administrator may provide a
cost of money loan under this subpart
to a borrower of a telecommunications
or electric loan under the Rural Elec-
trification Act of 1936, as amended. A
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